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Factors affecting performance of co-operatives in Malaysia
Introduction
The co-operatives sector has been found to play an important role in Malaysian economic development through the creation of employment opportunities and help to reduce the poverty rate in the country (Mahajar and Mohd Yunus, 2005) . The co-operatives sector was established to give benefit to its members and help to increase the standard of living of society, especially among the low and middle income population. In addition, it also helps to reduce the financial burden of the government servants who are the majority members in the co-operatives sector (Othman et al., 2012) . According to International Co-operative Alliance (1996) , a co-operative could be defined as: […] an autonomous association of persons united voluntarily to meet their common economic, social and cultural needs and aspirations through a jointly-owned and democraticallycontrolled enterprise.
In a broader perspective, Hind (1999) defined a co-operative as an institution which is formed to provide benefits to its members through a wide range of services provided, contrary to other investor-owned firms that were developed to benefit the shareholders and investors through dividends and stock appreciation. Apart from that, according to Mayo (2011) , co-operative refers to a business owned by the members whereby its performance can be seen through the benefits provided to its members over time.
The co-operatives sector in Malaysia is regulated under the Malaysia Co-operative Commission which is placed under the Ministry of Domestic Trade, Co-operatives and Consumerism. Specifically, a member of the co-operatives sector in Malaysia could be defined as an organization registered under the Co-operative Societies Act 1993 which aims to promote economic interest among its members which is based on co-operative principles.
Evidence has shown that with 8,000 co-operative societies consisting of seven million members, its contribution to economic development is still low (Malaysia Co-operative Societies Commission, 2010) . Therefore, in order to help the co-operative sector to significantly contribute toward the nation economic growth, the government has introduced the National Co-operatives Policy which focusses on accelerating the performance of the co-operatives through the improvement in the co-operatives efficiencies in terms of effective management and human capital development, consumer confidence and effective governance. Moreover, through the implementation of the "One Community, One Co-operative" program, the government aims for half of the adult population to be a member of a co-operative which indirectly could help to enhance their socioeconomic condition through active participations in co-operative activities (Malaysia Co-operative Societies Commission, 2011a, b) .
As the third largest contributor to the Malaysian economy, it is necessary for the co-operatives sector to be more creative and innovative in their business activities to become more competitive. Besides its objective to promote the economic interest of its members, the co-operatives sector plays an important role in the economy toward realizing the nation economic goals of becoming a high-income country by the year 2020 (Utusan Malaysia, 2014) . However, in 2013, it was reported that there were more than 10,000 co-operative organizations in Malaysia but their contribution to economic growth was relatively low and failed to achieve the goals set in the National Co-operatives Policy. The weak performance of the co-operative sector has raised concerns about the factors affecting the co-operatives ability to overcome its shortcoming through effective policy implementation.
In order for a co-operative to perform, not only have they to depend on the tangible assets but also the intangible assets such as the role of intellectual capital and its member's participation. Apparently, previous studies of the factors affecting performance have examined the roles of intellectual capital in various types of organizations.
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However, there are limited studies that have been conducted that examined how far intellectual capital has contributed to the success of the co-operatives organizations. In addition, the roles of members' active participation might indirectly influence the co-operative survival especially in the long term since the objective of its establishment is to give benefit to its members. Therefore, this paper aimed to investigate the impact of intellectual capital and members' participation on the Malaysian co-operatives performance and determine the most influencing factors that affect the performance of the co-operatives. Malaysia has been chosen as the case study since the co-operatives sector has been found to be the third largest contributor to the country's economy. This paper was organized as follows. Section 2 generally reviewed the past studies on the roles of intellectual capital and members' participation on a firm's performance. Next in Section 3, the methodological approach was presented while Section 4 discussed on the findings of this study. Finally, the conclusion and recommendation of the study was presented in Section 5.
Literature review
It has been widely recognized that intellectual capital, which consists of structural, relational and human capital, plays an important part in a firm's performance. Intellectual capital has been found as a key factor which exerts a positive influence on the firm's performance and leads to the firm becoming more competitive since it helps the firm to perform better by promoting creativity and innovation in the organization. Specifically, a firm's performance refers to the firm's success which could be measured by various indicators such as profit, sales, return on assets (ROA), return on equity and others (Al-Musali and Ku Ismail, 2014; Bontis, 2001; Joshi et al., 2013; Sumedrea, 2013; Ting and Lean, 2009; Zéghal and Maaloul, 2010) .
According to Stewart and Ruckdeschel (1998) , intellectual capital refers to the intellectual materials consisting of human capital, structural capital and customer capital which could be used to create wealth. Specifically, human capital refers to the employees' skills and abilities, which could increase the firm's efficiency in providing services to the consumers, which could be gained through training and education. Structural capital refers to the stored knowledge which lies within the firm and will remain even if the employees leave the firm. This is such as databases, work processes and others. Relational capital refers to the firm's relationship with its customers since a good relationship with the customers may help the firm to meet the consumers' demands and thereby sustains its revenues and profits. Bontis (2001) defined intellectual capital as the sum of human and structural capital. Human capital consists of both employee's efficiencies and the firm's culture and values while structural capital refers to the intangible assets which are owned by the firms such as the use of software, databases, trademarks and work process which support the employees in performing their tasks and also includes the relationship built with the customers. Yalama and Coskun (2007) defined intellectual capital as the resources which exist in a company but are not stated in the balance sheets. IC refers to the firm's competitive advantage including its value and non-physical assets in terms of knowledge and experience, intellectual property and others while Zéghal and Maaloul (2010) regarded intellectual capital as the knowledge which could be used by a firm as a value-added property in conducting their business activities.
Some studies separate intellectual capital into three components namely the structural capital, relational capital and human capital (Shih et al., 2010; Sumedrea, 2013; Ting and Lean, 2009 Structural capital refers to the intangible assets owned by the firms in terms of the process and procedures, databases, work culture and others which remain as assets for the firm even though when there are employees who leave the firm (Muhammad and Ismail, 2009; Khalique et al., 2013) . Additionally, structural capital represents the knowledge that lies within the firm which includes the system and databases, work culture and procedures, intellectual property and other facilities which are supporting the employees to perform their jobs ( Joshi et al., 2013; Sumedrea, 2013) . Another view is that, structural capital refers to the knowledge that lies within the company which includes the work processes, technology, customer relation and R&D activities in the organization (Zéghal and Maaloul 2010) .
The second component of intellectual capital that is relational capital refers to the relationship of the firm with their customers, suppliers and external bodies which could encourage the firm to conduct its business activities effectively such as through the information of consumer preferences and satisfaction, firm's image and others (Khalique et al., 2013; Sumedrea, 2013) . On the other hand, Joshi et al. (2013) referred to relational capital as the link between a firm and external parties such as customers, suppliers, shareholders and others which includes customer satisfaction and loyalty, firm's image and other things which could benefit the firm.
The third component of intellectual capital is in the form of human capital which can be defined as the employees' knowledge, skills and capabilities as well as their commitment to the company which is required by the workers to perform their job (Sumedrea, 2013) . Human capital also represents the employee's skills and competencies which do not appear in the firm's financial statements (Muhammad and Ismail, 2009 ). In addition, as stated by Khalique et al. (2013) in their study, human capital is the most important source of development in a firm which could not be owned by the firm such as the efficiency of the employees in terms of their knowledge, skills and expertise and the firm may lose the assets if the employees move to other organizations. According to Joshi et al. (2013) , human capital consists of the skills and knowledge among the employees of an organization which covers both individual and organizational perspectives such as employees' creativities, teamwork and a healthy working environment and could be enhanced through training and education activities.
The impact of intellectual capital on firm performance has been previously highlighted in the study conducted by Itami and Roehl (1991) who raised concerns that the firm's intangible assets including its technology, consumer relation, reputation and corporate value are crucial for the firm to remain competitive in the market. Even though the tangible assets are important for a firm to manage its operation, intellectual capital is vital for the success of a firm since it determines the services quality delivered to the customers (Goh, 2005) . This is supported by a study carried out in the banking sector which suggested that intellectual capital is more important compared to the tangible assets (Yalama and Coskun 2007) . Sharabati et al. (2010) argued that intellectual capital represents the firm's wealth in terms of creativities which will determine the survival of the firm in the long term. This is due to the benefits of intellectual capital which are more likely to create the benefits of competitive advantage and value added for the firms and thereby contribute to the survival of the firm especially in the long term (Al-Musali and Ku Ismail, 2014; Khalique et al., 2013; Mavridis and Kyrmizoglou, 2005; Muhammad and Ismail, 2009 ).
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As a result, the firm should focus on managing their intellectual capital instead of their physical assets by promoting continuous development of the work processes and facilities, improvement in the relations with the consumers and suppliers, and enhancement in the training and education opportunities of the employees which could indirectly lead to the success of the firm.
A study conducted by Al-Musali and Ku Ismail (2014) analyzed the impact of intellectual capital on the financial performance of a banking sector in Saudi Arabia using the value-added intellectual coefficient (VAIC) method found that intellectual capital plays an important role that influence positively the banking sector performance but the relationship among the components of intellectual capital varied when the study examined the effects according to the components of the intellectual capital. Human capital has been found to be the most important factor for the success of the firm. This result is consistent with the study conducted by Ghorbani et al. (2012) based on 155 employees in an Iranian bank which found that human capital development has a strong influence on banks' innovations. As a result, continuous support by the firm for employees' training and development is necessary to improve their competitiveness and contribute toward a better performance of the bank.
A study conducted by Joshi et al. (2013) examined the roles of intellectual capital on the financial sector performance listed in the Australian Securities Exchange, between the year 2006 and 2008, and found that intellectual capital has created value added in the banking sector whereby it is highly influenced by the human capital efficiencies even though it does not explain much of the financial performance. However, the results also suggested that structural capital and capital assets are less noticeable in generating value added in the financial sector. On the contrary, a more recent study conducted by Berzkalne and Zelgalve (2014) using samples of 64 Baltic listed companies, found that the increase in intellectual capital has a positive influence on the firm's value even though the results differed across firms in different areas. Similarly, a study conducted by Reed et al. (2006) among the banking sectors in the USA divided the intellectual capital into three components of human, organizational and social capital, and argued that intellectual capital creates value added in the firms which could help them to perform better in the industry.
In a study in Romania which included the role of financial crisis in the empirical investigation of intellectual capital, Sumedrea (2013) used the VAIC method to determine whether the firm's intangible assets could help to sustain its performance during crisis. Empirical findings of this study suggested that human capital helps to sustain the business development during the period of crisis. However, structural capital was shown to give negative effects on the firm development which suggested the use of a simpler but more efficient work procedure is necessary for the firm to be more competent.
On the other hand, a study conducted among 300 firms of different industries in the UK based on the correlation and multiple regression analysis suggested that intellectual capital measured in terms of value added has a positive influence on the firms' performance but its impact on the performance of the stock market has only been found to be significant in the case of high-tech industries (Zéghal and Maaloul, 2010) . Additionally, a study conducted in Jordan through the distribution of 132 questionnaires among managers in pharmaceutical firms which aimed to investigate the contribution of intellectual capital components on the firms' performance supported that all the components of the intellectual capital significantly affects the performance level with a positive influence (Sharabati et al., 2010) . Similarly, by using the VAIC
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Performance of co-operatives in Malaysia method, a study carried out by Yalama and Coskun (2007) in Turkey among the banks which are listed in the Istanbul Stock Exchange Market also found that intellectual capital helps the banks to enhance their profits. Additionally, by using structural equation modeling, Shih et al. (2010) investigated the relationship between knowledge creation and intellectual capital in the banking sector and found that human capital has a greater influence in creating value added in comparison to structural capital and relational capital. Specifically, employees' efficiencies has been found as the most important indicator of human capital while capabilities of the firms to innovate and consumers' loyalty has been found as the crucial factors which explain the structural capital and relational capital, respectively.
Similarly, a study conducted by Afrooz et al. (2010) in the Iranian food industries suggested that educated and skilled workers have a significant effect on the labor productivity which indirectly could enhance the performance of the organizations. This is supported by Crook et al. (2011) who suggested that the firm's investment in human capital is beneficial for the firm to be more competitive and successful in the industry.
In the case of Malaysia, Bontis et al. (2000) have examined the effects of human capital, structural capital and customer capital on two types of industries which were services and non-services industries. Findings of this research suggested that all the intellectual capital components significantly influence the firms' performance in both industries even though its impact differed according to the types of industries. Similarly, a study conducted on Islamic banking in Malaysia based on correlation and multiple regression analysis also supported that intellectual capital is vital for the banking sector to enhance its performances (Khalique et al. 2013) . Specifically, this study found that the customer capital has been found to have the strongest effect on the firms' performance; followed by human capital and structural capital. However, Goh (2005) in his study based on the VAIC method argued that human capital efficiency has the most significant influence on the commercial banks' performances which suggested that investment in human capital would bring greater returns in comparison to other components of intellectual capital.
Correspondingly, a study conducted by Ting and Lean (2009) also using VAIC method to investigate the impact of intellectual capital on financial institutions' performances in Malaysia between the year 1999 and 2007 claimed that human capital and capital assets have positive influences on firm performances while structural capital has been found to have a negative influence. By using the same method, Muhammad and Ismail (2009) in a study of financial firms which are listed in the Malaysian stock exchange, argued that intellectual capital has the largest impact on the banking sector in comparison with insurance and security brokerage companies. Even though this study supported that intellectual capital has a positive effect on the firm's performances as measured by profit and ROA, the results of the roles of human capital and structural capital have been found to be insignificant. That this problem arose might be due to the small sample size used in this study and thereby could not fully explain its impact on the financial sector as a whole.
In the context of small and medium enterprises (SMEs), Chong (2012) distributed questionnaires to 108 respondents who were among the entrepreneurs in SMEs in Malaysia to determine the factors influencing the performance of the SMEs. The results of this study suggested that individual factors such as company reputation, good relations with the customers and hard work have significantly contributed toward the success of the company instead of the environmental factors such as government support.
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In the case of the co-operative sector, a co-operative organization could be differentiated from another investor-owned organization through its objective whereby it is built not only for the purpose of conducting business activities but it also can be used as a tool to promote economic interests among its members which lead to the increase in the standard of living of society (LeVay, 1983) . Co-operative members are the most important human capital in a co-operative organization due to their power to affect decision making in the annual general meeting (Malaysia Co-operative Societies Commission, 2010) . As highlighted in the National Co-operative Policy, members' active participation and their loyalty will determine the success of co-operative societies since they are also the consumers, employees and leaders in the co-operatives organization. As a result, lack of participation among its members may hinder a co-operative's performance (Malaysia Co-operative Societies Commission, 2011a, b) . Therefore, it is necessary for a co-operative society to develop a suitable framework to understand its members' value and performance (Mayo, 2011) .
As reported by the United States Department of Agriculture, active members' participation would lead to effective management since the members' commitment would help to maintain the direction of the co-operatives and thereby lead to success of the co-operative (Gray and Kraenzle, 1998) . According to Mahazril'Aini et al. (2012) , members' participation can be defined as the involvement of the members in the firms' activities which is necessary for the survival of the co-operatives sector. This study which was conducted based on the co-operative sector in Malaysia through the distribution of questionnaires among the co-operatives board members in the northern area found that active participation of the members contributes to the success of the cooperatives. Similarly, research by Othman et al. (2012) supported that members' commitment and their continuous support of the co-operatives activities would bring success of the co-operatives sector. Therefore, it is important for the co-operatives sector to continuously encourage the involvement of members in the decision-making process to maintain its performance which will significantly contribute toward raising the standard of living of its members and help the nation to achieve its economic goals.
In a more recent study on the performance of co-operative in Malaysia by Othman et al. (2014) , the researchers evaluated the performance of 56 co-operatives groups in the country based on data envelopment analysis and Tobit regression analysis. The findings of this study suggested that co-operatives performance is relatively weak. However, this study supported that loyalty of the members and their active participation is vital for the survival of the co-operatives sector since it could help the co-operative to increase their efficiency. Therefore, continuous improvement in the relationship between a co-operative organization and its members through effective communication is necessary to sustain its performance.
On the other hand, a study carried out by Pathak and Kumar (2008) in Fiji discovered that the lack of training in financial management and lack of understanding of co-operatives' concepts resulted in the failure of many co-operatives in that country. Similarly, a study conducted by Ünal et al. (2009) among fishery co-operatives in Turkey between 2002 and 2003 using both qualitative and quantitative methods suggested that fishery co-operatives performed lower in the economy due to internal and external factors which include lack of unity and management skills, and legislative problems. Additionally, this study suggested that members' active participation through the attendance at meetings could affect the performance of the co-operative which suggests that the co-operative could increase their efficiency by encouraging its members to be involved in the decision-making process.
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Based on the above discussion, it could be concluded that intellectual capital which consists of structural capital, relational capital and human capital plays a significant role in the performance of a firm. Even though the co-operative sector may differ from the investor-owned organization, the success of the organization in other economic sectors can be used as a benchmark for the co-operative organizations to improve their effectiveness and performance by continuously improving its intellectual capital and encouraging involvement of their members in the co-operatives activities. However, the empirical examination of the roles of intellectual capital and members' participation in a co-operative framework is very limited and thereby the gap would be filled in this study.
Methodology
This study aimed to examine the factors affecting co-operatives' performance in Malaysia by focussing on the roles of intellectual capital and members' participation. Specifically, the intellectual capital is divided into three components which are structural capital, relational capital and human capital. Structural capital can be defined as the internal capital of a co-operative in terms of policies and work instructions, system, databases, co-operative values and work environment which could facilitates the employees to perform their job effectively. Relational capital, also regarded as external capital, is defined as the relationship between the co-operative organization and the external bodies including government, suppliers and customers which could create value added for the organization through a good image and consumers' satisfaction which could benefit the co-operative sector.
This study regarded human capital as the moving capital since the co-operatives do not have the exclusive control of the assets whereby they will only get the benefit as long as the employees remain in the organization. Benefits in terms of knowledge and skills, ability to adapt to technology, motivation, commitment and teamwork spirit which could be enhanced through intensive training and education activities. Members' participation is defined as the active participation of the co-operative members in the co-operative activities which include the attendance at annual meetings, loyalty, participation in the decision-making process and also by supporting business activities through the use of products and services offered by the organization which could help to maintain the directions and survival of the co-operative sector in long term (Table I) .
The data were collected through the distribution of questionnaires to the co-operatives' board members among the top 100 best co-operatives in Malaysia for the year 2011 (Malaysia Co-operative Societies Commission, 2011a, b) . The dependent variables of this study are the co-operatives' performances measured in terms of profit Further improvement was made based on the definition of the independent variables used in this study. In order to test the validity of the questionnaires used in this study, a pilot test was conducted randomly on 22 co-operatives to identify whether the questionnaires were reliable and easily understood by the respondents. The results, based on the Cronbach's α values presented in Table III , supported that the questionnaire was valid and could be used for the study. A sample of questionnaire used in this study is enclosed in the Appendix (Tables II and III) .
In order to determine the background of the respondents, the descriptive analysis would be used to identify the demographic variable including the respondents and the co-operatives background. Specifically, the mean and frequency of the variable would be evaluated to have a better picture on the profile of the co-operatives. Furthermore, this study would conduct a Pearson's correlation analysis to determine whether there is a significant relation between intellectual capital and members' participation with the co-operatives' performance. Detailed information on the conceptual framework of this study is shown in Figure 1 . It was hypothesized that there is a relationship between intellectual capital and members' participation with the co-operatives performance. Specifically, the hypotheses tested for this study are as follows:
H0. There is no relationship between intellectual capital and members' participation with the co-operatives performance. To analyze the aggregate effect and determine the most influencing factor that affect the co-operatives performance, this study performed a multiple regression analysis. The model used in this study is specified as follows:
where PERFORMANCE is co-operatives performance; SC, structural capital; RC, relational capital; HC, human capital; MP, members' participation; ε, error term.
Results and discussion
Demographic analysis
The respondents for this study were the co-operatives board of members which were listed in 100 best co-operatives for the year 2011 awarded by Malaysia's Co-operatives Societies Commission. They were awarded as the 100 best co-operatives based on their achievement and performance in financial and non-financial aspects and also their business activities. The samples used in this study represented the total population in the study. Out of 100 questionnaires that were distributed, only 72 questionnaires were completed and thereby used for the analysis. Detailed information on the demographic variables which include the background of the co-operatives is reported in Table IV . Results based on the demographic variables show that 71 percent of the respondents were male. All of the respondents in this study were Malays and Muslim. Moreover, most of the co-operative board members are individuals between 46 and 55 years old. In terms of educational background, results showed that 71 percent of the respondents have a qualification in tertiary education whereby most of them have more than ten years of working experience. This information reflected that the co-operatives' board of members have good qualifications and experience which could contribute toward the success of the co-operatives. In addition, results also showed that all of the respondents have attended a management course and other training especially on financial related courses.
This study found that almost 61 percent of the co-operatives which are listed in the top 100 co-operatives are from the medium-sized cluster with the major groups in services and agriculture followed by credit, consumer and other types of co-operative sector. Furthermore, findings showed that 84 percent of the top co-operatives were established before 1980 which shows that most of these co-operatives managed to maintain their position in the industry for more than 40 years. This information suggested that experience and the ability of the co-operatives to sustain in the industry for a long time would bring them closer to success. Hence, continuous improvement in the efficiencies of the co-operative through effective planning, management and co-operative image may contribute toward the survival of the co-operatives sector.
Pearson correlation
To investigate the relationship between intellectual capital and members' participation with the co-operatives' performance, this study used Pearson correlation to examine the Table V . The correlation analysis indicated that all the independent variables are statistically significant at 5 percent level in exerting influence on the co-operatives' performance. Specifically, this study found that there is a strong positive relationship between structural capital, relational capital and members' participation with the co-operatives' performance while human capital was found to have a strong negative relationship with the performance of co-operatives. This finding suggested that improvement in the intellectual capital through the development of structural capital and relational capital are beneficial for the success and survival of the co-operatives sector. Hence, supportive infrastructure that lies within a co-operative would give benefit to improve its performance since this capital remains even if the employees leave the cooperative. Therefore, the co-operatives sector should focus on building up its infrastructure such as information system, database and processes to ensure its success especially in the long term (Bontis et al., 2000; Khalique et al., 2013; Sharabati et al., 2010; Yalama and Coskun, 2007) .
Good relationships between the co-operative organization and the external bodies including customers, suppliers, community and government should be sustained so that the co-operative could be more successful in doing their business (Chong, 2012; Khalique et al., 2013; Muhammad and Ismail, 2009; Sharabati et al., 2010) . Moreover, the role of the Malaysia Co-operatives Commission which conducts various events and programs for the co-operative societies may also help the co-operatives in enhancing its relationship with the community and as a result improves its performance. This can be seen through the National Co-operatives Day that has been organized by the Ministry of Trade, Cooperative and Consumerism every year which aims to support the co-operative business activities. Thus, it is important for the co-operative sector to be involved in the activities conducted by the Commission in improving their networking with the society and help to expand their business activities.
Human capital has been found to have a negative relationship with the co-operative's performance which is inconsistent with previous studies which found a positive influence of human capital development on the firm's performance (Afrooz et al., 2010; Al-Musali and Ku Ismail, 2014; Crook et al., 2011; Ghorbani et al., 2012; Goh, 2005; Shih et al., 2010; Sumedrea, 2013) . Since the Malaysia Co-operatives Commission is responsible for providing the training to the co-operatives' board of members and the employees, it is important to involve the top management in formulating the training to be given to the employees. Thus, the training given would be more specific according to the needs of the employees in enhancing their job performance and not general training which would not impact on the co-operatives' performance. Despite that, the investment in the training and education activities may be costly for the co-operative organization which also suggests that the cost may outweigh the benefits obtained from the human capital. Employees with greater skills and experience may be influenced to move to other organizations which offer a better remuneration scheme which may explain the negative coefficient for this variable in this study. Therefore, it is important for the co-operatives sector to have effective planning to avoid losing their valuable employees.
As for the members' participation, results revealed that there is a strong positive relationship between members' participation and co-operatives' performance which is consistent with past studies (Gray and Kraenzle, 1998; Mahazril'Aini et al., 2012; Othman et al., 2012 Othman et al., , 2014 Ünal et al., 2009) . This result suggested that active participation of members in the co-operative's activities would help to maintain the direction of the cooperative and ensure its success in the long term.
Multiple regression analysis
In order to examine the aggregate effect of the independent variables on the dependent variables and determine the most influencing factors that affect the co-operatives performance, this study conducted multiple regression analysis (see Table VI for results).
Based on multiple regression analysis, this study found that structural capital, relational capital and members' participation have positive impacts on the co-operative's performance while human capital development has been found to 
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Performance of co-operatives in Malaysia have negative influence on performance. All the variables were found to be statistically significant at 5 percent significance level except for the structural capital which was found to be insignificant. The findings of this study showed 78 percent of the variation in the dependent variable, which was the co-operatives' performance, could be explained by the variation in the independent variable which consisted of intellectual capital and members' participation while the remaining 22 percent of the variations could be explained by other variables that were not included in the study such as the role of tangible assets. Results of the F-test supported that the overall model was statistically significant at 5 percent significance level. In addition, the result based on the regression residual depicted in Figure 2 suggested that the error terms were normally distributed.
Among all the explanatory variables, relational capital was found to be the most influencing factor that enhanced the co-operatives' performance. Relational capital, which emphasizes the networking of the co-operatives with society, would ensure the performance of the co-operatives since the main target of the co-operatives in handling their business activities is to attract the consumers to use its product and services. Therefore, it is suggested that the co-operative should always involve themselves in all the activities organized by the government and NGOs so that it can promote the product and services to society. This would improve the networking of the co-operatives and indirectly would have a positive influence on its performance.
On the other hand, in order to determine the model which could be used as a benchmark for measuring the co-operatives performance, this study ran a multiple regression analysis which excluded the structural capital from the analysis since it has been found to be insignificant in the earliest model. Result shown in Table VII ( Figure 3) supported that all the independent variables and overall model are found to be statistically significant in explaining the co-operatives' performance. Therefore, this study suggested a model of measuring co-operatives performance based on its intangible assets through the three important elements that were found to be significant in the study which are the relational capital, human capital and the contribution of its members through their active participation in the co-operative activities. The model developed is shown in Figure 4 .
Conclusion and recommendation
This study aimed to investigate the factors affecting the Malaysian co-operatives' performance by focussing on the roles of the intangible assets which are in the form of intellectual capital and members' participation. Based on the profile of the co-operatives, this study found that one of the reasons for a co-operative managing to achieve good performances is due to its ability to sustain itself in the long run. This has 
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Performance of co-operatives in Malaysia been proven by the evidence that almost 84 percent of the co-operatives listed in the index of top co-operatives in Malaysia have been in the industry for more than 40 years. Results obtained from the Pearson correlation calculations showed that there is a strong positive relationship between structural capital, relational capital and members' participation with the co-operatives' performance while human capital was found to have a negative relationship with the performance of a co-operatives. In addition, findings based on the multiple regression analysis also supported that all the independent variables have positive impacts on the co-operatives performance except for the human capital. However, the impact of structural capital has been found to be insignificant in this study. Findings of this study suggested that it is important for the co-operatives to improve its relational capital by improving their relationship with the external sectors through the involvement in the events and programs conducted by the Co-operatives Commission so that it can improve its relationship with the community and obtain the feedbacks to enhance its performance.
Despite that, since human capital has been found to exert a negative influence on the co-operative's performance, it is important for the co-operative sector to have adequate planning in their human capital development by conducting more specific types of training for its employees instead of general training which may not contribute much in increasing the productivity of the employees. In addition, even though the Co-operatives Commission has been given the responsibility by the government to assist the co-operatives sector, the cooperative organization should be more aggressive in its planning and give feedback to the Commission in formulating a variety of programs which could help the co-operative to enhance their relational and human capital. This study also found that the members' participation is vital for the success of the co-operatives especially in the long run. As a result, the co-operatives organization should regularly communicate and encourage the participation of its members through various channels including their involvement in the decision-making process which could help to maintain the direction of the co-operatives and ensure their success.
Due to the limitation of this study, it is recommended that future studies include the role of tangible assets in the empirical examination in order to identify the contribution of both tangible and intangible assets on the performance of the co-operatives. Moreover, to test the robustness of the findings, additional research is required which used other countries as the context. Also, more advanced analytical methods could be employed to better explain the roles of intellectual capital on the performance of co-operatives and other types of organization. 
